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INSTRUCTIONS: 
 
1. This paper consists of five pages. If your paper does not contain all the pages, please put up your hand 
so that a replacement paper can be handed to you. 
2. Answer all the questions. 
3. Calculate the time that you should spend on each question and part of a question by multiplying the 
number of marks by 1.2 to determine the time, in minutes, available for each question. Adhere to these 
time constraints in order to finish the paper in the given time. 
4. You have 25 minutes reading time. During this time you are only allowed to read and make notes on the 
question paper. You are not allowed to write anything on the answering sheet. 
5. Delete all (even single open lines) open spaces on your answer sheets with pen. Pages on your answer 
sheets that contain open spaces will be marked as such and those pages will not be eligible for a 
remark. 
6. No tippex or pencil may be used on your answer sheets. Pages on your answer sheets that contain pencil 
or tippex will be marked as such and those pages will not be eligible for a remark. 
7. All the examination regulations of the UJ and the policy document for students of the Department of 
Accounting will apply before, during and after this test. 
8. The neatness, disclosure and presentation of your answers will be taken into account when marking your 
paper. 
9. Read the questions carefully.  If you are required to provide explanations, you must use full sentences.  
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Question 1                      (45 Marks) 
 
South African Taxi Services SOC Ltd (hereafter SATS) is a focused partner to the minibus taxi 
industry. SATS is listed on the Johannesburg Stock Exchange (JSE). SATS is a significant 
contributor to the financial empowerment of taxi owners. They finance small taxi businesses, 
which helps create employment of an estimated 400 000 drivers, rank managers and 
associated service providers. Below you will find information extracted from the integrated 
report of SATS.  
 
The Chief Executive Officer (CEO), Mr. Neville Dlamini, was appointed in 2012 by the 
nomination committee. He is also a member of the remuneration and audit committees. When 
he joined in 2012 he held 56 other professional positions and said that he was not willing to 
part with any of them. As no performance issues came to light in his last performance 
evaluation in 2014, the governing body assumed that his performance is not affected by the 
other directorships. Neville ensures that he has time for all his outside responsibilities by 
delegating all his responsibilities to management and committees. He does this by telling the 
relevant parties what they have to do via email.  As Neville is the chairman of the remuneration 
committee he made the decision that the remuneration policy should be very simple and 
straight forward. The policy details only the remuneration of the executive directors, as well as 
financial and non-financial benefits. They disclose the background statement and an overview 
of the remuneration policy in the integrated report.  
 
Neville also recently made headlines when he was accused of fruitless and wasteful 
expenditure. He was not available for comment when contacted by the local newspaper. The 
article in the newspaper read as follows: 
 
A disclaimer from the Auditor General (hereafter AG) was received for the 2016/2017 financial 
year of SATS, meaning they could not provide sufficient evidence in the form of documentation 
on which to base an audit opinion. According to the AG report almost R800 000 000 spent 
was unauthorised. Almost R170 000 000 was irregular expenditure and over R7 million rand 
was declared fruitless and wasteful expenditure. These amounts exclude the R1 773 465 274 
unauthorised, irregular and fruitless and wasteful expenditure of prior years that has not yet 
been dealt with. 
 
Regarding the unauthorised expenditure, the AG found this mostly relates to non-cash items 
that weren’t properly budgeted for. The irregular expenditure excludes R28 766 166 not 
disclosed by SATS and awards of R50 668 401 which could not be tested. 
 
The fruitless and wasteful expenditure relates to interest on long-overdue accounts. 
The AG also could not determine if goods and services were procured using quotations or if 
tender specifications were unbiased and allowed all potential suppliers to offer goods and 
services. 
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Question 2                      (45 Marks) 
 
You are an internal auditor of BRJ Inc., an accounting firm. You were assigned to provide 
internal audit services to Waterworx (Pty) Ltd (hereafter Waterworx). Before starting with the 
internal audit services, you had to familiarise yourself with the operations of Waterwox and 
decided to do some research. Upon your investigation into Waterworx you came across the 
following: 
 
 There are allegations of fraud against Mr G Hendricks and Mr P Buurman. The 
allegations are for the use of an illegal substance in the manufacturing of plastic pipes, 
which resulted in producing cheaper plastic pipes. It came to light that both Mr G 
Hendricks and Mr P Buurman received a significant amount of money from the supplier 
of the illegal substance to ensure that they will keep quiet about the use of this 
substance. 
 As a result of the fraud allegations against Mr G Hendricks and Mr P Buurman, both of 
them were removed from the board of directors with immediate effect. This matter was 
decided upon at a special board of directors meeting, without Mr G Hendricks and Mr 
P Buurman being present. 
 The auditors of Waterworx have already commenced with the audit of the current 
financial year however a few issues have occurred: 
o The board of directors of Waterworx feels it is not necessary for the auditors to 
attend their meetings as these meetings are private and confidential as well as 
obtain additional information and explanation form the board of directors. 
 
After your investigation you were ready to start with the internal audit services. You explained 
to Ms R de Lil the internal audit process you followed during providing the service: 
 
 An internal audit charter will not be drafted, as it is not necessary because you will only 
be providing an assurance service to Waterworx. 
 The internal audit team is made up of only one internal audit trainee and students doing 
vacation work. However you ensured Ms R de Lil that the lack of skills would not be a 
problem as you have a lot of faith in this team. 
 You ensured Ms R de Lil that you will make it your top priority to detect any fraud in 
Waterworx. 
 In terms of a quality assurance and improvement plan, only an internal assessment 
will be done on the internal audit service. 
 The Chief Audit Executive (hereafter CAE) will not be able to oversee the services 
provided as he is currently on leave, therefore you have arranged for the internal audit 
trainee to draft the risk based plan for this engagement. 
 You decided that it will not be necessary to identify and consider the expectations of 
senior management and the board as they knew what was expected. 
 Only a plan for the engagement containing the scope of the engagement was 
developed and documented. You then decided it will not be necessary to develop and 
document a work program as the plan was considered sufficient. 
 
Ms R de Lil mentioned that she heard about an environmental audit and thought this would be 
a good audit for Waterworx to ensure that their manufacturing process is not damaging the 
environment, however she is not sure which type of environmental audit would apply to 
Waterworx. 
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Question 3          (35 Marks) 
 
Part A 
 
You are a business consultant with your own accounting and taxation firm and you recently 
hosted a business seminar at Gallagher Estate on the 15th of March 2017. Your theme was 
on the “effective management of Close Corporations (hereafter CC)” and it was attended by 
owners and members of various Close Corporations. 
 
At the end of the seminar you had a questions and answers session where various members 
in attendance asked for your advice on a few issues that they were uncertain about. Your 
assistant helped to compile the questions on a PowerPoint Presentation so that you have a 
point of reference as you give feedback. 
 
The following are questions that were asked and you had to respond to these one after the 
other at the end of the seminar: 
 
Business name Question 
Jozi Bricks CC “I know I cannot register a new CC but would it possible for my 
members and I to convert one small company that we have into a CC 
in order to combine business operations?” 
Sankara Pipes CC “We have a CC that has been in operation since 1 January 1997, are 
we compelled to convert to a company? 
Amakha Perfumes 
CC 
“In an instance where we opted to convert into a company, what 
procedure should we follow?” 
Obrigado Projects  “We wanted to go for something different, so our business name is 
just Obrigado Projects and our financial year end is 31 December, 
would it be okay for us to prepare our financial statement by the 31st 
of October 2017 and publish them in Portuguese because most of our 
clients are Portuguese?” 
Mokopane 
Accountants CC 
“We are planning on expanding our operations and one of the 
business proposals we received was from a small company that 
would like to join us as a member. We currently have ten members 
and we are interested to take up this offer. What is your advice in this 
regard? 
Women in Pipes 
CC 
“Our liabilities, fairly valued, are currently above the fair value of our 
assets, but we are expecting a large cash inflow in a few months. Two 
of our members urgently need loans and we have cash reserves to 
fund this need. Would you advise against it?” 
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Part B  
 
Jozi Bricks CC is one of your clients and one of their members sent you an email one month 
after the seminar, in order to provide you with details concerning some challenges that Jozi is 
experiencing in preparing their current tax return. The email reads as follows: 
 
Dear Sir/Madam 
 
Thank you so much for the wealth of information you presented during the business 
seminar, at Gallagher Estate. It has helped us run our business effectively in a short space 
of time. Our operations have expanded and we have recently appointed a new member to 
the CC who now holds the majority of the member’s interest. How amazing is it that it is 
actually your sister. We are blessed to do business with such amazing people.  
 
As you know, we are due to file our tax returns but we came across a few challenges that I 
would like us to keep confidential. 
 
- The recent change in the Capital Gains Tax rate will increase our tax liability; we 
therefore decided not to declare our disposed assets. Please omit any details on 
asset disposals when you file our return. 
- We made up various estimates in our prior tax returns in order to file favourable 
returns in the past two years, we will continue to use these estimates in our current 
returns as well. 
 
The adjustments above will work in our favour so we will be able to reward you generously 
for your services, even though you had charged us a much lower fee for this year’s 
engagement. 
 
I am looking forward to a pleasing response. 
 
Kind regards 
Rajesh Naima 
 
Member of Jozi Bricks CC 
 
Tel no:011 442 5969 
Email: rajesh@jozibricks.co.za 
 
